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Abstract 
 
Small businesses are vital for employment and job creation in South Africa. The implementation of sound cash management 
practices is essential to ensure the profitability and sustainability of any successful business. The purpose of this paper is to 
identify the cash management challenges faced by small businesses in a developing community. This research targeted small 
retail businesses in the Tongaat area in KwaZulu-Natal, South Africa. The research design for this paper was descriptive, 
quantitative and cross-sectional. The data instrument was a questionnaire. These findings indicate a significant relationship 
between cash management knowledge and managing cash flow. The findings also indicate a correlation between profitability in 
the business and implementation of cash management practices as well as a correlation between the challenges of cash 
management practices and their ability to ensure profitability in their business. This paper recommends that businesses should 
implement cash management procedures to eliminate cash management difficulties. 
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1. Introduction and Purpose of the Study 
 
South Africa falls behind other third world countries with regards to promoting the development and sustainability of small 
businesses. Small businesses are vital for employment and job creation. The implementation of sound cash management 
practices is essential to ensure to profitability and sustainability of any successful business. A large number of businesses 
fail due to the absence of cash rather than the absence of profits. Patel (2010) indicates that cash flow management is 
vitally important for the business profitability, future planning and sustainability. The practice of basic concepts of cash 
flow management will assist businesses to plan for the unforeseen eventualities.  
One possible reason for this prevalence could be that small business owners are not equipped to identify the 
problem areas within their businesses, due to the lack of necessary skills and tools. Likewise, many small business 
owners do not perform many cash management practices because they feel that they are unnecessary and time 
consuming. 
This study investigates the challenges experienced by small retail businesses on cash management. It examines 
the underlying reasons why small businesses are not adequately managing their cash inflows and outflows.  
The lack of support in terms of cash management knowledge and services for small businesses forms part of the 
motivation for the study. A further motivation for this study is that, to date, no previous research on this topic was found 
for the community concerned, i.e., Tongaat, in KwaZulu-Natal, South Africa. 
The purpose of the study was to investigate the current cash management practices performed by the small retail 
businesses in the Tongaat area, in KwaZulu-Natal. Part of the study also ascertains whether certain cash management 
practices are being performed in small businesses and, if not, what are the challenges? Many small businesses face 
liquidity problems and eventually fail due to the lack of cash management knowledge and implementation. 
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2. Literature Review 
 
2.1 Importance of cash management  
 
According to Alfred (2007), as cited by Akinyomi (2014:58), the importance of managing cash in a business comprises of 
the following advantages: 
- Managing cash helps in achieving liquidity in a business and proper control; 
- It assists in the planning towards reducing cash expenses and increasing cash receipts to ensure the business 
is liquid; 
- Proper managed cash is vital as the future cash flow behaviour cannot be predicted. Therefore, it’s essential 
to plan; and 
- Through proper controls of cash, innovative procedures could be implemented for cash receipts and cash 
payments in the business. 
Bobitan and Mioc (2011: 302) state that cash management embodies all incomes andpayments made within a 
certain period, and highlight potential inconsistencies of cash management practices. 
Good cash management is necessary because too much cash is costly due to interest payments. Too little cash is 
also costly, because businesses will not be able to reap the advantages from economies of scale (McMahon 2006:148). 
Good cash management practices are crucial for business managers. The business becomes insolvent when it 
fails to meet its debt timeously. Consequently, businesses need to manage their costs efficiently and effectively. Proper 
cash management prevents bankruptcy, thereby increasing profitability and sustainability of businesses (Mbroh 2012:40). 
Proper and efficient cash management are imperative to recently established and growing small businesses. The 
cash flow of a small business could become problematic when the business deals with a number of customers who are 
difficult to track and when the business sells products which are in greater demand than its competitors.  
Bobitan and Mioc (2011) emphasised the importance of cash management practices which embody all incomes 
and payments made within a certain period, highlighting potential inconsistencies which can appear for that period. 
The language of business revolves around numbers.. The ability to understand the value of these numbers will 
ultimately indicate the ability to understand the business. Consequently, McMahon (2006:137) stated that “When you are 
out of cash, you are out of business”.  
 
2.2 Cash management challenges of small businesses 
 
The following discussion relates to the cash management challenges faced by small retail businesses. 
 
2.2.1 Lack of cash budgeting 
 
Many small businesses emphasize the motto: “cash is king”, but they have a very vague estimation of the amount of cash 
they will have in the next few months. Three quarters of businesses did not plan their expected cash inflows and cash 
outflows. This oversight directly affects the potential survival and sustainability of businesses. Nick (2009:3) noted that 
those businesses which budgeted for the future at least once a year had only a 36% chance of survival. Those that 
budgeted once a month for the future had increased their chance of survival to 80%. Nick (2009:3) also highlighted that a 
great misconception amongst small businesses was that enhanced growth would automatically solve cash flow problems, 
but this growth could lead to much more cash demands if the businesses granted customer discounts solely to enhance 
sales. 
Mong (2011:33-34), established that only 28% of the small businesses drew up cash budgets. Mong (2011:33-34) 
compared the cash-management techniques of 66 small businesses and found that only about 30% of the small 
businesses prepared cash budgets. Efficient cash management requires cash forecasting as a first step. Roughly 7 out of 
10 of the small businesses surveyed did not prepare cash forecasts (Mong 2011:34).  
Barry Worth, a CPA specialist, as cited by Perry (2007), indicated that many small businesses don’t know what 
cash budgets are. Therefore, they don’t practise cash forecasting to know when they will experience the peaks and 
valleys in their business cycles. 
Amoako, Marfo, Gyau and Asamoah (2013:188-191) stated that the planning and drawing up of a cash budget can 
be very painful to businesses. The authors also emphasized that a cash budget could be used as a tool for imposing 
restrictions or even being over optimistic.  
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2.2.2 No bank accounts 
 
Baroncini-Moe (2013) emphasised the necessity for small businesses to have a bank account. The author indicated that 
many small businesses do not have a bank account. However, a bank account would facilitate the determination of 
profitability, enhance business professionalism and establish the legitimacy of the business. A bank account will also 
keep track of the cash inflows and outflows of the business. 
 
2.2.3 Poor cash management practices 
 
Kippers (2004) revealed that small business owners knew their business like nobody else. They put their heart, soul and 
time into making their business successful. The area in which they lacked expertise was the financial aspect of record 
keeping. Kippers (2004) found that businesses lacked the much needed cash management knowledge to properly control 
the business money. They desired to have a positive cash balance from the start of business. Unfortunately, they did not 
know how to go about to achieve this positive balance. 
Visa Inc. (2006) indicated that 53% of the small business owners indicated that their most challenging cash 
management component was receiving payments from customers. 21% noted that they had great difficulty to manage 
and move funds and 14% found many challenges with paying off suppliers on time. Once they indicated which 
component of cash management was challenging, the small business owners were also asked to identify the contributing 
factors of these challenges. Visa Inc. (2006) noted that slow moving cash through the business was the largest factor 
driving cash management challenges, especially when accurate estimates could not be made regarding the timing of 
cash that was owed by and cash that was owed to the business. The second most common point raised as the 
contributing factor was that, in order to perform cash management techniques, there was a huge amount of labour-
intensive administrative work which was very time consuming and difficult for owners to understand and handle along 
with the normal running of the business (Visa Inc. 2006). 
When experiencing poor cash management, it also becomes challenging to employ and maintain skilled and 
knowledgeable employees (Mbroh 2012:47). 
In his study, Debt (2005:8) revealed that 26% of the respondents were hesitant about applying cash management 
practices in the business as they claimed that it was very labour intensive work. 14% of the respondents indicated that 
there was a lot of administrative paper work involved with cash management practices and they simply did not have the 
time to do it. 
 
2.2.4 Cash flow difficulties 
 
Meng (2013) highlighted cash flow issues faced by small businesses. They revealed that the one aspect that keeps small 
business owners awake at night is the management of cash flows. Meng (2013) indicated that nearly 71% of businesses 
experience cash flow problems. 
Mong (2011:33-34) believed that small business managers focused on profits rather than on cash flows. Fargo 
(2001:1-2) believed that cash flow difficulties are an on-going concern that one in two small businesses face. Mong 
(2011:33-34) also emphasised that, due to the instability of small business customer base, it would be challenging to 
introduce techniques used in college textbooks and practised by larger companies. Moreover, due to the lack of 
knowledge and resources, it will be difficult to overcome cash flow problems after they are discovered.  
According to All Africa.com (2013), many business owners do not put much focus on cash flows. The biggest 
mistake owners make is that they confuse profits of the business with the cash flowing into the business. The 
aforementioned article also mentioned that, as soon as businesses are reported to have a positive cash flow balance, 
they make large purchases and forget about the post-dated cheques issued or the payments needed to be made at a 
later date. Only then do businesses realise they have insufficient funds to pay for their obligations. The article also 
mentioned that businesses do not plan and prioritise the payments of the expenses in order of importance and due dates. 
McMahon (2013:2) indicated that one out of every three businesses fail due to poor money management. 
According to Josh Jones, as cited by PR Newswire (2013), many small businesses struggle with planning and accurately 
identifying how much cash is flowing into the business and how much cash is flowing out of the business. 
Jeff Schmidt, as cited by McMahon (2013:2), revealed that the greater concern for small business owners are not 
about whether they are making a profit, the concern is about the business being short of much needed cash. 
According to an article by The Centralian Advocate (2009:11), a misconception by businesses is that only loss-
making businesses fail and shut down. There are countless profitable businesses that have closed down due a lack of 
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cash inflow to the business. The article also revealed that it doesn’t necessarily mean that a business is doing well 
because there is an increase in revenues and a decrease in inventories. The increase in revenues is accompanied by the 
increase with debtors and the ability to retrieve money owed by those debtors. Having a good profit means nothing 
without the availability of cash to sustain the business. 
Nick (2009:3) revealed that most small business owners request meetings related solely to the lack of planning. 
Profitability of the businesses was not a problem. When small businesses become insolvent, many say it was a matter of 
their own bad management decisions. Cash flow forecasting is the largest challenge that small businesses face.  
From the study done by Salazar (2012:93-94) in Mexico, it was evident that small businesses were facing financial 
problems. He concluded that 65% of small businesses close their doors in a period of less than 24 months, while one in 
four survive the 24-month period with a minimal chance of growth and expansion. He also emphasised that financial 
difficulties and the lack of proper planning represent a central problem that affects business growth, profitability and 
sustainability. 
 
2.2.5 Obtaining a loan 
 
The majority of small business ventures would require some external funding at some point in the business. The very first 
organisations that many would approach are banks. According to Mr Valaven, the Commissioner of Industries, as cited by 
Business Line (2011), many small businesses are at their breaking point and risk shutting down due to the lack of 
funding. He also emphasised that the financing institutions have tightened up the restrictions on applications for a loan 
which affect the majority of the small scale units.  
Christ (2009:9) indicated that financing institutions were not doing enough to assist small businesses during tough 
economic times. Many banks are now asking for businesses to use their private homes as collateral even though they 
have sufficient business assets. Consequently, businesses are sceptical to take a loan to finance the business 
According to Borgia, Deanna and Shank (2003), 585 of small businesses survive for less than 5 years. Younger 
businesses, with a short operating history, face challenges in obtaining bank finance. A total of 64% of businesses 
acknowledged that they had approached three or more banks for finance. Of those businesses, 54% of businesses have 
being rejected for finance. Just a minor 9% have indicated that they were not turned down for bank finance. 
More than 60% of the businesses that were surveyed indicated that securing a loan was challenging. Failure to 
secure a loan restricted their growth. The survey also revealed that 68% of the small business owners transfer their 
personal savings into the business (Stewart 2012:11-12). 
Mbroh (2012:47) indicated that businesses also encounter difficulties in obtaining money for improvement or 
expansion. The irony is that it is simpler to obtain a loan when the business has money rather than when the business 
doesn’t have the money and really needs the loan to fund the business. 
Many small newly-formed businesses don’t qualify for loans which impact on the availability of cash to the 
business. They struggle financially without the assistance from a lender. Consequently, their businesses are unable to 
increase the cash level to enhance and expand the business (Janklow 2009:4). 
What do lenders look for? Financing institutions would like to know many details about the business before 
approving a loan. First and foremost, any institution will want to look at the budgets of businesses. A budget indicates a 
business’s stability and provides some surety that it will be paid back the lender’s money (McMahon 2013:140). 
 
2.2.6 The impact of bad debts 
 
A bad debt or irrecoverable debt is the product of the debtor going into insolvency or where the extra charge of tracking 
the debt owed is much more than the initial amount the creditor would collect (Kew and Watson 2012:173). 
Bad debts can affect a business in two ways: firstly, the businesses cannot repay their accounts owing to their 
creditors and; secondly, the businesses’ debtors, being their customers, don’t pay back their accounts owing to the 
business. In both ways, bad debts impact negatively on the business. Many small businesses rely on income received 
from sales to pay off other expenses and for the operation of the business. According to Manning and Pollock (2011), the 
revenues that small businesses write off continue to grow because of customers who cannot pay back their accounts. 
Manning and Pollock (2011) indicated that, although the economy continues to grow, it would be expected that cash flows 
of small businesses would improve. However, the author expressed that bad debts of European and North American 
businesses remain high well after the recession.  
Bad debts impact on the goods that were sold since no income was obtained from sales. The cost of the inventory 
and the settlement of other expenses need to be covered (Manning and Pollack 2011). 
ISSN 2039-2117 (online) 
ISSN 2039-9340 (print) 
        Mediterranean Journal of Social Sciences 
            MCSER Publishing, Rome-Italy 
Vol 5 No 27 
December  2014 
          
 15 
2.2.7 Inventory control challenges 
 
According to Marketwire (2013), 73% of small businesses surveyed indicated that they have no inventory control system. 
In another survey carried out in Toronto by 575 small businesses, it was revealed that small businesses were using basic 
control measures to maintain inventory records. A further 32% were simply using a pen and paper system to briefly keep 
track of inventory or no inventory controls were in place at all.  
Kinciad (2008:44) revealed that many small business owners did not implement any inventory control procedures. 
They indicated that they knew the figure in their head intuitively, or they knew what was moving and what was not moving 
in the business. Also, they didn’t see the need to have controls in place. 
The author also indicated that many business owners indicated that they were not aware of the necessary 
inventory control strategies to put in place. They simply did what they feel was right. 
 
2.2.8 Debtors’ payments 
 
Debt collection is deemed to be one of the most challenging aspects for small businesses. In a survey conducted, 36% of 
small businesses were not able to indicate the timing of receivables (Debt 2005:8). 
According to the 2010 OB10-IARP Accounts receivable survey, as indicated in, The Controllers report (2010:7-8), 
41% of businesses have to increase their debtors’ collection efforts. 70% of businesses indicated that they try and keep 
their debt collection efforts in house as they cannot afford contracting outsourced collectors. The report also revealed that 
55% of businesses have to call debtors continuously in an attempt to recover their debts. 35% of those affected 
businesses have implemented late payment fees. Moreover, 29% of businesses indicated that they are not selling to 
overdue debtors anymore, until debts are paid off.  
According to Charlwood (2011), 25% of small businesses experience cash flow problems. The majority of small 
businesses have struggled to meet their payments because they are dealing with debtors that are not paying back their 
accounts. Businesses are taking longer than 90 days waiting for payments from debtors. The author also found that 30% 
of the affected businesses offer discounts for early payments but this incentive was an ineffective measure as debtors did 
not use this opportunity. 
Economou (2012) also confirmed that businesses faced the same challenges regarding debtor payment. 83% of 
small businesses experienced very slow payment, as revealed in a small business survey. 23% of businesses write off 
bad debts as debtors do not repay their accounts. Just 27% of small businesses managed to get a bank overdraft to 
cover the gap in cash flow. The rest of the affected businesses had to use their personal finance to manage the deficit 
owed by debtors. 
Lastly, Economou (2012) indicated that predictions for the following year seems worrying as an estimated 77% of 
businesses are concerned that their debtors would become insolvent and will not be able to pay back their accounts. 
 
2.2.9 Creditors’ payments 
 
According to Perry (2007), many suppliers offer payment terms of 30, 60 or even 90 days to consumers. Many 
businesses tend to repay their accounts as quickly as possible and do not use the benefit of extending terms over 30 to 
90 days.  
Two-thirds of small businesses in Australia are taking longer than 30 days to pay their bills. Businesses took an 
average of 53.4 days to pay their bills. Less than 44% of the businesses actually implement credit control procedures 
(Small businesses struggling so creditors have to wait longer 2011:27). This study revealed that smaller businesses with 
less than 5 employees suffered the worst deterioration in creditor repayment terms over the past 12 months. 
 
3. Research Methodology 
 
A descriptive study was chosen to undertake this research to discover and understand the cash management practices of 
the small retail businesses, which are classified as businesses with less than five employees. This was a cross-sectional 
study with a quantitative research paradigm.  
 
3.1 Sample design 
 
Convenience sampling was chosen for the small retail businesses in the Tongaat area comprising of a target population 
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of 83 small businesses, as retrieved from the Tongaat business forum. The sample size was 69 businesses. The 
research was limited to the small retail businesses with not more than five employees in the Tongaat area. 
 
3.2 Questionnaire design 
 
A survey research was conducted. A questionnaire was used to measure cash management practices of small 
businesses. The questionnaire was designed with closed-ended Likert type questioning. The questionnaire also consisted 
of an open-ended question so that respondents could elaborate on business challenges which were not covered in the 
open-ended questions. A pilot study was undertaken to ensure that the final questionnaire was error-free and 
amendments were made before the data was collected for the study. The respondents were small business owners or 
suitable representatives of the business owners. The researcher provided a self-addressed and prepaid envelope to the 
respondent for the return the questionnaires.  
 
3.3 Data Analysis 
 
Statistical analysis, such as factor analysis, Cronbach’s alpha, chi square test, hypotheses testing, t-test and correlations 
were performed on the data extracted from respondents using the SPSS version 21.0 statistical software.  
 
3.4 Ethics 
 
All the businesses in the sample were aware that all information released would remain confidential and all names would 
remain anonymous and would not be used for any other purpose other than this research study. No business names 
were mentioned in the write up of the study. 
 
4. Research Findings and Analysis 
 
The empirical findings of this study are presented below. These findings indicate the types of cash management practices 
and challenges faced by the small businesses in the Tongaat area. 
 
4.1 Cash management knowledge 
 
Table 1 reveals the extent of the respondents’ knowledge of cash management. 
 
Table 1: Respondents’ knowledge related to cash management 
 
Frequency Percentage
Yes 46 66.7
No 23 33.3
Total 69 100.0
 
Two-thirds (66.7%) of the respondents indicated that they believe that they did have the required knowledge to manage 
their cash. Since 84% of the respondents were either owners or managers, it would be expected that they have some 
knowledge regarding cash management. A total of 33.33% indicated that they had no knowledge of cash management.  
 
4.2 Debtor management/sell on credit 
 
This section deals with the credit sales pattern of small businesses as well as how the customers pay back their overdue 
accounts. Figure 1 is a summary of the opinions regarding debtor management. 
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Figure 1: Debtor management 
 
Figure 1 indicates the general trend related to levels of disagreement with each of the statements. Two statements have 
higher levels of disagreement (75%), whilst the other two statements have lower levels of disagreement (56%). 56.8% of 
the respondents do not encourage quick payments from customers by offering them a discount. This is the reason why 
customers take so long to pay back their overdue accounts. 34.1% of the respondents allow a discount to customers and 
9.1% were neutral. 74.4% of the businesses don’t charge their customers an interest on the outstanding payments due. 
The customers, therefore, don’t see the urgency in paying their accounts promptly. Many of the respondents emphasised 
that if they had charged interest on an overdue account, they would lose many of their regular customers. They fear that 
the extra charge will discourage customers to support their business. Just 18.6% of the businesses charged interest to 
outstanding accounts and 7% were neutral on the statement. 
A staggering 76.7% of businesses acknowledge that they have customers who won’t pay back their outstanding 
payments. However, 55.3% were not aware of how bad debt affects the cash flow of their business. This finding is in line 
with the high number of businesses which acknowledges that there are many customers who do not pay their accounts. 
According to Manning and Polack (2011), the revenues that small businesses write off continue to grow because of 
customers who cannot pay back their accounts. From this finding, it is evident that the trend of bad debts is continuing to 
increase in the European and North American small businesses. This trend is also evident in the small retail businesses 
in the Tongaat area. A total of 36.2% businesses understand how bad debts affect a business. 8.5% were neutral. Only 
14% acknowledge that they receive payments from all their customers. 9.3% of the respondents were neutral. The poor 
knowledge of cash flow management is evident from the responses of these businesses.  
 
4.3 Inventory management 
 
 With regards to stock, Figure 2 summarises the respondents' levels of agreement with the statements. 
 
 
 
Figure 2: Respondents’ opinion regarding inventory 
 
According to Figure 2, nearly 60% of the respondents did not do a regular stock take. This finding shows that the majority 
of the businesses don’t have proper controls and records of the inventory on the floor or shelf. 20.3% of the respondents 
did have a stock take and 20.3% were neutral on the statement.  
 
ISSN 2039-2117 (online) 
ISSN 2039-9340 (print) 
        Mediterranean Journal of Social Sciences 
            MCSER Publishing, Rome-Italy 
Vol 5 No 27 
December  2014 
          
 18 
However, 81.2% indicated that some line items move more quickly than others and are sometimes out of stock, 
whilst a similar number of respondents indicated that certain products do not get sold easily. Consequently, if a regular 
stock take has been done, it could avoid the “out of stock” items. The re-order levels could be determined and more stock 
would be bought before the current stock is depleted. These fast selling stocks are the products which are in demand, 
but, by not having stock, the businesses lose customers.  
81.2% of the businesses indicate that they are stocking certain products which don’t get sold. These products are 
lying on the shelf for a lengthy period of time resulting in the product reaching its sell-by date or the product becoming 
damaged and inferior to sell. Ultimately, the quality of the product becomes substandard and it is destroyed. This is an 
added expense to the business as proceeds for those sales could have been used for other expenses incurred. Just 
8.7% of the businesses have sufficient stock and 10.1% of the respondents were neutral. 7.2% of the businesses 
indicated that they don’t have products which sit on the shelf and that all their products do get sold. 11.6%, however, 
were neutral.  
 
4.4 Control of purchases 
 
Figure 3 is a summary regarding control of purchases. 
 
 
 
Figure 3: Control of purchases 
 
A total of 30.8% of the respondents had sufficient reserves to pay for products purchased. 60% of these businesses 
purchase products without having cash available in the business. 9.2% were neutral. This finding is in line with Inc.com 
(2013) which indicated that the majority of businesses incur payments before the corresponding payment is received by 
the business from customers. Flynn (2009:22) refers to the American Express Open Small Business Monitor’s survey 
which targeted business owners. The results indicated that more than 60% of business owners showed concern about 
not having cash available to pay for their obligations.  
This is the reason why only 30.8% of the businesses had cash to pay for the products purchased. 60% did not 
have adequate cash and 9.2% were neutral. Consequently, businesses have no choice but to purchase their products on 
credit. Credit purchases are accompanied by interest charges on accounts owing. Just 32.8% of the respondents 
indicated that they do not get charged interest on their accounts with creditors. 60.7% acknowledged that they incur this 
additional charge to their purchase amount.  
53.2% acknowledged that they did have an incentive of receiving a discount on their amounts owing if their 
accounts were settled within a specific period. 38.7% of the respondents did not receive this incentive. 8.1% were neutral. 
The lack of cash available to pay off accounts timeously restricts businesses from taking full advantage of this offer by 
their creditors.  
 
4.5 Finance 
 
Those that did have a bank account responded to the statements indicated in Figure 4. 
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Figure 4: Bank-related statements 
 
Figure 4 shows that there were higher levels of disagreement with each statement.  
Nearly half (47.5%) of the respondents acknowledged that they do not deposit their earnings into their bank 
accounts on a regular basis. By not depositing often, these businesses are keeping large amounts of cash on the 
business premises. Such a practice is unsafe. This is also a poor way to track cash inflow as cash keeps accumulating 
daily without proper records. 39.3% of businesses agreed that they deposit earnings regularly. 13.1% were neutral. 
43.5% of businesses have taken a loan in order to finance their business and their operations. More than half of the 
businesses (51.6%) were operating without a loan. 4.8% of the respondents were neutral. 
Of those respondents who obtained a loan or borrowed money for the business, just 18.2% of them have cash 
available to repay their monthly instalments on the loan. 75.5% indicated that they did not have sufficient reserves 
available to repay the borrowed money. 6.3% were neutral. 
65.5% of the respondents wished to apply for financing by obtaining a loan but they indicated that they do not 
qualify for one. It is either that they have reached their credit limit or that their incomes were too low to obtain a good 
credit history. Just 21.1% of the respondents indicated that they did qualify for credit. 13.4% of businesses were neutral.  
Janklow (2009:4) indicated that there are two reasons for business failure. Firstly, many small newly-formed 
businesses don’t qualify for loans. Consequently, they have low cash reserves. They struggle financially without the 
assistance from a lender and are unable to enhance and expand the business. Secondly, businesses do not have 
sufficient capital to start up the business and sustain the business through any unforeseen crisis. 
75.2% of the businesses admit that there isn’t sufficient money available to run their business without obtaining or 
having access to external funding such as a loan. Just 17.6% of the respondents agreed that they were not experiencing 
cash difficulties. 7.2% of the businesses were neutral.  
Salazar (2012:93-94) indicated that 65% of small businesses closed their doors in a period of less than 24 months, 
while one in four survive a 24-month period with a minimal chance of growth and expansion. He also emphasised that 
financial difficulties and the lack of proper planning affect business growth, profitability and sustainability and are the 
principle reasons for these businesses’ demise. 
 
4.6 Correlation 
 
The correlation between “We manage our cash flow easily in the business” and “I always have money to pay for the 
products I buy” is .455. This finding indicates that, with proper cash management in the business, it is likely to have 
money to pay for purchases. Likewise, with the absence of cash management, businesses do not have the cash to 
develop and sustain their small business. This finding also shows that cash solves the principle issues that small 
businesses face. The more likely they are to have cash, the more likely businesses ensure that their records are up-to-
date and debts and obligations are paid. 
 
5. Conclusion 
 
The research was conducted in the context of low profitability, development and growth of small retail businesses. It 
seems that poor cash management is a contributing factor towards lower profitability and sustainability of small 
businesses. This study established that this hypothesis was prevalent and that cash management knowledge was one of 
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the important elements in the success of a small business. The inquisition into the problem revealed that business 
managers and owners, who have basic cash management knowledge, were more profitable and had sufficient cash to 
handle business activities. The study also provided sufficient evidence testifying that a greater portion of owners are 
operating a business without formal financial records in place as well as without any higher qualification on small 
business management. The study confirmed that the restriction on a loan and poor debtor repayments played a role on 
the adverse financial performance of small businesses. The study also confirmed that, without proper cash management 
procedures in place, the business is less likely to be profitable and sustainable for the future. Cash management is vitally 
important as it is the key factor to any successful business. The commonly used expression, “Cash is king” cannot be 
contested as its validity is more prevalent in this research study. There should be more emphasis placed on the impact of 
how proper cash management can affect a small retail business. The findings of this study could be useful to potential, 
emerging and established owners of all types of businesses since effective and efficient cash management is an integral 
component of any successful business. 
 
6. Recommendations 
 
Based on the findings of this research, the following recommendations were made to address the challenges faced by 
small businesses. 
 
6.1 An implementation of basic cash management procedures 
 
This could be beneficial to eliminate the cash management difficulties faced by small businesses. A starting point could 
be to negotiate longer credit repayment periods with suppliers to prolong their payment deadline.  
 
6.2 Allowing discounts to debtors and implementation of stock takes 
 
This will encourage debtors to repay their accounts timeously and enhance the inflow of cash to the business. Likewise, 
charging an interest on an overdue account will also inspire debtors to pay back their accounts before they incur the extra 
charge. Implementing a stock take as part of business operations will assist managers in having proper control over the 
inventory. This will ensure that there is always stock of the products on hand and will alert managers when the stock is 
depleted. A stock take will also identify which products are slow sellers, so businesses can take measures to sell these 
products before they are obsolete or damaged. 
 
6.3 Financing options 
 
These businesses should investigate different loan options from various financing institutions. A loan will assist in the 
cash shortage that 75.2% of the businesses incur. This increase in cash availability could assist in the purchase of 
inventory and payments to creditors. By having sufficient inventory in the business, sales will be enhanced. 
 
6.4 Rendering cash management advice 
 
As part of an integrated project for the final-year, Durban University of Technology, National Diploma: Cost and 
Management Accounting students could be assigned tasks to provide cash management advice to these businesses. 
This assignment could commence with students’ observations of owners’ cash management practices implemented in the 
business. Thereafter, assistance could be rendered to businesses in managing their cash inflows and outflows. This 
could be done as part of community engagement for the university to engage students in industry practice. Such 
assistance will also benefit small businesses by enhancing their cash management knowledge to enable them to be more 
efficient in managing their cash and decision making which will enhance their profitability and sustainability. 
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